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1LBSTRACT 

The purpose, of this essay is to briefly survey from a 
global point of view theoretical and empirical issues related to the 
economics of early childhood education and day care. The first 
section of the essay take's up issues in two broad, areas of policy:* 
(1) social efficiency, and (2) opportunity and equity. The first 
class of issues implies a resource allocation question; the* second 
class of issues addresses the question, of private versus social 
payment for a given service. Costs an* benefits related to the 
' provision of early childhood sbci^Ivlervices (including Child 
benefits and mother's labor force participation benefits) are 
discufsed. the second section, repojrts satirical aspects of issues 
previously discussed. Inta/national comparisons are made of 
kindergarten or pre-primary education, day care or creche facilities, 
levels of ^expenditure, unit *co*t structures, and public versus 
private finance arrangements. JFh% third section further explores the 
social benefits associated with expenditure on children. In the final 
section, 9even priority areas for further research are identified. 
(Author/RI% 
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HfTBOLXJCTIOB 



TO THE EDUCATIONAL RESOURCES 
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What are the resources 'used .for the welfare 6f young children in , 
*i • if* v 

c extemporary Western societies? ^^the level of expenditure on such 

activities as cinches and kindergartens socially optimal? Whajb'is the 

concept of optimality' in this particular area? What does society get back 

per unit of expenditure dn* specific child services provision? How is <the 

total Resource expenditure on children financed in different countries? 

\ 

1 These are examples of questions one should ask under the heading ofv_~ 
the 'economics of ftarly childhood services. The aim of this esspy is to 
briefly survey these issues from the theoretical afad empirical, point of 
vxev. ^ . f 

. - • • f- 

Pre existing literature , Over the l^ast decade, economists have increasingly 
addressed themselves to children. The starting point vas the nev economics 
of the fatoiiy t stemming from a seminal article by Gary Becker on household 

* 

1 * * s - 

production and the value of time. Economic research in this area "took J 



thj 



several directions, like^ explaining the quantity of children, the determinants 
of child quality p the issue ifeether children are investment or consmrptiota 
goods and several other. 



s 



An early version of this paper vas presented at the OECD Conference , 
on Early Childhood on the occasion of the Tear of the Child. Unless 
otherwise mentioned, the statistical in foAoation reported here comes 
frcn the special OECD country; files compiled an the occasfon of the 
Year of the Child* I am indebted' to Mprberto Bottani for providing, 
me with this information. I vouJ^Lals/) lik* to thank Marcelo 
Sclovsky far useful d^t^tesiens, as veil as Mark Blaug, Walter 
Mcftohon and. Don Sharp*/ read a first draft and offered useful canjnents 
and suggestions for ijsprovement . 
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One particular area of past economic research relating to "children" 

(broadly defined) is the edonomics of education. The literature is 

^rtrttmely rich on the extent to wfiich educational expenditures are an * J 

investment and wfc^t ia the social and private profitability of 'this invest- 

■ent. Yet a scair^of Blaug's recent edition of an annotated/bibliography 

* " . ' - 

in this "field reveals that.out^of the 200a items listed not much pefers to 

.3* 

the economics of pre.^primary Education. 

* . - . . - 'J 

The Policy; issues . The policy^ issues regarding the provision of 
services 'to young Children could be classified into (a) -'Social efficiency 
and (b) Opportunity -asd equity issues. 01; 

The first c^ass bf /tid^^hnply a resoi&ce allocation question. Is 
too much or too little cu^^^H^pent on nurs^pr schools? Should the * 

capacity of creches;** <incS p in a given country? What is the social 
profitability of expenditure on daycare facilities? i 

• tfh# second class o* issues is addressed Ito the private versus social 
payment for a given service-, e.g. vhat kind of parent (e .g. -rich/poor) uses 
what fcind of facil^y? Or, hov is the full cost of a given social provision 

'for children financed out pf the general taxpayers 1 money and , how much by 

<< 

parental contributions? . * 

These questions imply both normative value judgnents and positive 
analysis. ' Services for children as those described above , entail. the use % 
pf resources that could be used on something e|e, say, crime prevention.- 
Given, the fact that' different sectors in the econpny compete for the use 
of limited' resources, hov do services for young children compare vith other 
services? Should one aim for. a 100 per cent crSche and kindergarten 

covpra/x/? *Ifno£, why and to what percenter? r* 

. * * 

LCCLA vors ufv gO TIA. ^ One analogy can be drawn by comparing the social 
Velfare effects of ROC LA (Raining of the Schodl Leaving Age 1 ) to what we f 

1_ l_i , : 3 J. 



I 

shalL name LOSLA {Lowering of the School entry Age) • After World War II 
many Eurbp*an countries pave- instituted ROSLA |e.g. England, Portugal and 

A # k 

Greece) and ve seem to have seme knowledge pn its economic effects. 

Extending ccnpulsoiy schooling backwards, however, -is rather novel (cf. 

discussions in France, the Jfetherlsnds and Finland) and no literature exists 
... ^ 

on the economic effects of LO§LA. Clearly, one cannot extrapolate the- 
effects of HDSIA backyards, because of the age difference involved; In 
*he first-place there mu^t be/cpst differences between the provision of 
educational facifities to, say, T^ear o04s hpd 3 year olds. Second, and 

t t - V . 

peihaps more important; there must be differential diffusion, effects of the 

resulting benefits. For example, the early childhood educational benefits 

C 

migftt disappear a few years after entry to the compulsoiy primary cycle, 

* ■* 

whereas the effects of ROSLA might be lalstin^over a lifetime. 

But let us have cf closer look at the costs and benefits related to 
the provision of early childhctod social services < 



The cost side . There exist many .concepts of what is the "cost"of a social 
service and sane of them are more. relevant thari others in analysing the 
economics of activities such as daycare provision and 'kindergarten-, 

• » * V 

It should be explicitly stressed that certain Government expenditures 
on • childreiT (such as family* allowances) are* not part of the economic 
(social resource) cost of «the service. Ihese allowances, are sinrolv transfers 

t from the rich and those who do not have 'children to tho£e who. have. - Tbesfe 
allowances do not entail "production" or use of re^l resources in our society 

* and hence are not relevonirto the efficiency discission. However/they 
are important as a measure of -the weight given by * different governments to 
social welfare and also c€Ln influence the de'sired" 'optifnal s^ue^of the 



jptunal s^~e o 



" WhgtT really matters is the opportunity (rather than accounting) codt 

of the service. Whether day care is socially provided (say by a state 

i 

financed creche system) or not, babiqfc are already taken care of at home 

1 t * j 

# r 
iy their mothers. Therefore, the trae incremental cost of the social 

Bttndceia that inaddit*ion to the existing best alternative, i'e. day care 

at home.' It is the comparison between the unit cost of mothen*s time and 

the unit cost of a day care centre that can^ pc^iaily , decide the optimal 

allocation of daycare •resources between the family and external institutiorfs . fc 

The benefits side . It'mifht be upeful. to classify what the benefits 

society as a whole expects from the 'provision of services for children 

* 

un<Jer three; not uratually exclusive, headings: (a) social demand 
\ * 

satisfaction, (b) child development, and (c) parental labour force 

* 4 . * 

participation* ■ - . 

The demand for kindergarten servicers might be only due to th^ fact 

-that parents wish to "consume" such service in the same way as they con«tmie 

any other service.-* For example; a housewife might value the extra leisure 

time made available to her when her 'children attend nursery school. In w 

'such case* the value of the social benefit associated with the provision 
« * • 

of kindergartens is equal to th? ampunt 'of money parent^ are willing to 
pay in order to enjoy the service. . i 

However, this consumption view of child facilities i« not inconsistent 

i 

with the investment^vie.w, ie. the fact that kindergartens provide, additional , 
Ion g lasting benefits accruing to the child and the mother. Let us examine 
them in turn . 

Child bene fits . Thece can be divided %X)Xo two major sub-categoric c % First, 
■ • ■ « * ^ 

early cognitive dcvcloi :r nt c/id, second, ultimate educational attainment 'and 

. . . 6 ' * 

lifetime earnings. 



(i) from family and'kindergarten to early ability - " 

In order to asses* the first stream of benefits, one must assume t£e 
existence of an early ability (A) generating process,, say A ■ . f(F, K) , . J 

• vhere F stands- for family background and K stands for fcindergartetf. Both 

* F and K contribute to the development of A. Hovever, one would like to y 
know the exact algebraic specification of 'this function in order tp. answer 
the important question of the ease of substitution betveen • family and 
kindergarten exposure to the development of early abiXity. Clearly, 
kindergarten exposure is expected to have^ e aiv^ boosting effect on those « 1 

' children eoining frcm low F (say, as measured by the educational level of the 
'■other )4 But what about those children calling from fiigjh F? Is^highly 
educated mother abetter informal teacher regarding the, development of 
early ability, <relati^e~l;o a nursery school teacher? These are important 
. questions that can be ansve&d only by referee to empirical data. ^ 

- 1 Another crucial consideration *in' this respect is the iampariySi ^ 
' betwg^rtKe "family price" and the "kindergarten price"in Changing A by a 

given amount.* "Social policy on kindergartens must be based on the empirical 

* 1 ^ } / 3A 

relationships between the "marginal. products" of F and K —JT, derived 

from the production function' and their cost at the market place (P f , P k ). 

; The optimal number of kindergarten services is'found at point M where the. 



ratios;of the* marginal product^ and-ma^ket prices -of" F^ and K are equal to 



each other. 



{1%) -From earfy ability to educational attainment 

; • . > • • • 

E^rly ability , is -fed ar ; an ihput^to the next ctaces of development^ 
auch as late ability and ultimate educational level completed. To put it 
.formally," early ^skility is a raw inpuj, to the educational production function, 
/j?D *'^^ 4 ^phtJol inputs X, 'where EI) con stand oither for the ultimate 
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■ . i / . 

level of "educational attainment or an index, of scholastic achievement, and 

A stands .for early^ ability* 
J* 

' A higher level of previously generated early ability is tantamount 
to a lower' cost of the formal educational process. Die raw inputs to this 
process (sey,^ children at the age of 5) are somehow already formed and 
make th^ task of the primary school teacher easier. Alsfcr-a hi#ier early^ 



A might remove a particular handicap of the child at an early stage and 
thus enablg him or her to attain a higier'ED (eg. complete high school 
instead of drbppijig qu£). • • 



f (iii)« From education to earnings 

*" * * m 

.However, this is not the ejfa of the causation chain. -A higher 'level 
, of educational attainment can lead to a better occupation and hence hiffrer 
earnings over a life-time. Although one would expect the impact of early 
ability boosting to diminish as years go by, the possibility exists that 
kindergartens Inigrtfaave a lifetime lasting effect.- ^ 9 ' 

^ The long chain of causktion just described is, schematically summarised 

in figure 1. * ' ' ' 

Mother's labour force, participation benefit? 1 !, When a mother's time is 
. free* because of tjie provision cf a day-care or i^irsery school place for 
Jier child, she can use ber free tinte in two ways: for increased "home <• 

production" ^ie. 4 shopping arourd for lower food prices* better quality 

^ * * * 

meals, etc.) or out of^horoe production by parti opatmg m r the labour 
force. To th.e extent that her market wage is higher than the implicit ~. » 
(shadow) home production wage , this diXference between the two kinds of " • 

"vage.s" is at the same time a private and a social benefit resultirfg \frqp ~ 

% 'I 
the. provision of the nurr.cry nehool place for her child. 
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, However-, the stream of benefits to the mother does not end vith the * 
"end of, nursery school. The fact 'that she has not interrupted her working • 
life means she has accumulated experience,, ie . a special farm of human . 
capital vhi«6i will provide "benefits over a lifetime'. / , 

This discussion i s;^ 11 ust rated in figure 2 showing^he age-earning6 . 
profiles of a. voicing mothejr whose child has "been in day care or attending 
nursery school, and thqt for a non -married working female as the control 
group. The social benefits' associated with daycare provision are only 

i « 

those in excess of the implicit domestic production^ value -of the nfcu-working 
mother (area ACDG) . Note .that the domestic production value (shaded, area 
, CDIH) is' immaterial for the social cost -benefit calculation. The second 
part of f social benefits comes from investment by. training fcn-the-job 
(GBFE) . The total plus area ( aftei; proper discounting, of course) can be 
compared to the*minus -area (HUCJ) representing the 'social cost of daycare 
facilities* in crrder to arrive at an overall profitability measure of the 
service. If the benefits exceed the costs,, this is a signal pointing at 
the. desirability of increasing the capacity of creches or kindergartens. • ■ 

Evidently, the case presented in figure 2 is highly illustrative. 
The profiles of married and single females will differ for a host of reasons 
other than children depending on the particular characteristics of the 
individual (such as colour, or educational level) and these .are 90ns a delation 
that must be .taken into account in empirical applications pf this framework. 

II. SOME ORDERS OF COSTS 

a 

Afte^ having provided a theoretical taxoncry of issues and relevant 

• . ... 

items to lcol: at, vha^ follows is an. attempt to document the empirical size- 

f sone of the variables discussed above. The total. amount of resources 



o 

s 



* used tor cervices to children is * first consideration we focus or*. 1 . But 

. • • ■ • \ ■ ■ 

•* S ■ : 



because of the scarcity -of data in this respect ve shall approach the issue 
by neans .of several steps and ve shall also *have tp make scape approximations,. 

Ctie step is to start by exjmining* the coverage of a particular service rather 

»"'*.• 

tJhan its cost. - l % ll 

Oh coverage . Let us start , from tjje provision of kindergarten or p re-primary 

* • 

education. Table 1 shows a rather astcnisliing differential coverage of 
nurfeery schools in OECD member countries.* whereas France has a 100 per 
cent coverage dt the years old, the USA covers only 52 per cent, Japan 

w • 

39 per cent, Rev Zealand 32 per cent ,and Norway 13 pe* cent oftfye 
relevant age group . * Clearly, part of these wide differences aye due to . 
differerJ&es in the definition of "prerprimary" education or in the compulsory 

school starting age*. But perhaps the major part is due to a differential 

* * '• - • ■ s 

philosophy* on the pros apd cons of nursery education. 

■\ v - % • 

If the differences* in the level of coverage between countries are not 
strictly comparable, a more valid comparison 6faa be drawn by reading Table 1 
horizontally. Namely countries such as Germany , Norway azxd Portugal htve 
nearly doubled the 3-5 year old coverage in a six year period, whereas in N 
othe ^countries the participation of Voung children in pre-^ompulsory 
education facilities has shown only modest increases. Evidently, questions 
arise at this point as to whether this is the result of an intentional 
educational policy or simply the reflection of sQqial demand? Should 
countries that appear "low" in this league table attempt" to ^c^lerate 
kindergarten provision? Answers to these questions can. result only from a 
social cost-benefit calculus as that outlined in the previous Section . 

r 

ThQ provision of day care or creche facilities . Although, the statistical 

information on this front leaves much to be desired, *there exists vast 

differential availability of places in this respect. * FcflKwTfflfae , ci^che. 



'pieces in Portugal cover only 3.5 -per cent of the 0 ,to 3population age - 
group. Tovhat extent this figure is "low" or, pejhaps, "high'", depends 



* ■ * I " • 

, upon what one expects from day cart provision relative to its cost. 



The 



corresponding ci^che coverage in: Greece is b.9 per cent, in Spain 10.8 

per cent and in Germany 20 per cent. Kindergartens have gfown much faster 

thai)' day nurseries in Japan vid also cover a larger portion of the 

population' (Uo versus. 20 per' cent of 3-5 age group, respectively). 

* * « 

The level of expenditure- . - International statistics are- not Wry forthcoming 

on social expenditures for children. For example^, UNESCO JoafrDS, together . . 

• pre-priftary and primary educational expenditures. Also, this expenditure 

• ij^ often an underestimate -of its tiye level because of the many factors 
involved (e.g., the Central Government, the local ^authorities and the 
parents). For example, even if properly recorded, official expenditure 
statistics in Germany vould have missejj over three-quarters of the true 
expenditure on "pre -school education. . 
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Instead, on the basis of a variety of individual country sources, it 
vas possible -to compile Table 2, showing the expenditure on pre-school ■ 
education and daycare in a sm&ll'* number of countries as a percentage of 
the country's total recurrent spending on education., .Once more, the * 
differences between the individual countries should not be taken literally 
because of definitional^and statistical reportang discrepancies. Pre- ^ 
primary and primary education combine .^typically, account for one-third to 
one-quarter of the total" education budget. Given the earlier documented 
fact that enrolment in pre^rimary classes is well belov *L00 per, cent in 
most' countries, it is not surprising that the total resources ^deveted to 
that level of education is comparatively small. Although necessary , , 
hovsvcrJ this is not a sufficient condition sfor .the observed fact as it also 
* dependr. upon the average cost per enrolled pupil, ■ > „ 



\ 



. A P nymber of alternative sourpes 'give an explicit breakdown of the total 
Educational expenditure by level and confirm' the fact tha* what is spent at, 
the pre*primaiV ievel is smali relative to the otlier levels.- For exinqple, 
ip Switzerland ^he ratio, of nursery to^primary school spending of the 
Cantons in 19T7 was lilU, 

V ' 

The unit coet structure . As mentioned above, it is the <pei- child cost that 
matters in assessing the desirability: of expansion of services to children.*. 
We already have same knowledge on \hfe ^rimary-se con dary -higher education . 
unit cost structure; Readily available information on" pre-primary unit, 
costs is virtually non-existent* However, different pieces of evidence on 
participation and expenditiHe were' matched as-to arrive. at comparative 
\Table 3. The information is again very thin and should be treated with 

t 6 

caution. -But it all points to one fact": Nursery' education is much cheaper 
than primary education. This is confirmed by an earlier cost analysis 

in France, Japan and the United Kingdom where the pre-primary to primary 

v • .'8 

unit cost ratio in 1970 was of the order-of one third in all countries. 

• ■% 

Could the- differential cost of Rre-prijiary 'education documented earlie 
be due to quality differences between countries as, "for example, in the* 
utilisation of' teachers? The avail-able, evidence points to a negative 
answer. .Student -teacher ratios in pre-school edujcaUJieai are of 4 the order 
of 20 to 30, re. vejy similar to tho^e observed at the' primary level arjd do 
not differ dramatically between "countries . , * " 

The Public versus Private Finan ce.', One important consideration regarding' 
■■ — '* : " _ I 

9 the cost side, is who pfcys fqr it. The proportion 'of the. time cost 

covered by public funds reflects 'to a iarge extent the weight given by the 

state to pre-s.chopi education or daycare provision. Alternatively, the 

share of coat'paid privately is an indication of the importance given by 

families to the c<(rvices of prenchoql institutions , > 



II 



J • 



. * * Thus, as judged'from the enrolment share' in Japan, three* .quarters > of 

" ' v V .•« 

. kindergarten education is private'.. However, the private eh are drops r 

^ v ' • \ • '. iy 

' -drastically by s ingle- age group..- In terms- of costs, the private share 
'* becomes' zero at. the primary educational level 'and rises again at the post- 
compulsory level. ' Also, <he private finance of kindergartens has' falleif 
,b*tyeeh 1965 and .1973 as a higher share of the .cost 'is. borne by the state. /# • 
' A<siaiiar evolution' is Observed in r Italy where the small state kinderr 
garten" sector, is growing, faster, thaq, the prjvate sector. 'In Denmark there 
exists an interesting scheme covering the cost of daycare facilities. .'The ;. 

' ' capital, costs . are borne en-tirely by the sjiate , -whereas 35 per cent t>f the 
"' .' % •" ' 

: " ' recurrent cost, is paid by the .parents. In Belgium, parents pay only. J© 

x , • 159 per e&JbflH^is the FB 935 full cost of a public, creche. 

According to Uilesco' data,' "the private share .in prfe-school enrolments • ^ 
ranges fron 0 in Yugoslavia to 89 per cent in Portugal.. .Other Mediterranean 
countries, like Spain 'and Turkey exhibit higher private' shares , whereas * 
the corresponding figure in Denmark, Iceland and the United Kingdom is 
below the 10 per cent mark, , / l i 

mf % * 

iH. DOCUMENTING THE BENEFITS 1 ^ 

As jnentioned in the 'introductory section, the social benefits associated 
' ' with expenditure on children could be divided into two parts : those occunng ^ 
t a -society via. the child arid ^hose- generated via the working mother. Let 
i us examine some evidence^ on /these tvo frontfe, ^ • 

. Benefits via the child , The psychological literature is rich ih results ^ > 
' ' ^onccrnincthc development Qf human abilities and' general intelligence, and 

fit" the gameVimo rich on controversies reading the significance and 

* \ 9 > 

relici>il>ty" of tye exist inr; estimates. - , - * 

±2. 



»-t— r vrr . *v 

/•-./-.' . ' • - 

. * . * • t - 

* 'Pram our t>ouit v of view, the' two nost tfrucial questions we are. interested - 

i ^ v . , 4 

£ in- are- , first, the relationship between erarly ability and late ability, and 
s.ecdid, th* relationship between- ability and the later perforaance of the 
* individual in school* and society in, general, * a 

( a) The* correlation between early arid late ability . 

It is very unfortunate that the existing estimates mostly peftr4p JQ, 
ta|ting;which' reflects pnty part of the ability of the individual. -Giv&i 

■ this qualification, the ^ correlation between early and late ability is otk 

• , ' • r >' - ' ' ' ' ■ ■ ; . ° 1 

the high sid\. * ' 

- "• ■'. ' • ' • :. • ; •;. ' 

TtiM^ the zero-%rder correlation in Jenck's work between early and late N 
J^fft rs *.63D. 10 % ?fce qorrespdnditfg correlation inr Fagerlind f s\erk is ^5 . 

Bloom reports, that 50 per cent of the ability -level of the individual is 

'* * 

% built by theage of U« an.d 'that, the ability level increases by 60 per cent ; 
between the a^es of k and 6\ ' He also reports a series of correlations 
between eafc$ and- lafce>XQ ^excess' of .1*50 from other studies. Selovsky- 
repor^s^results where the early to lat^^Q^oeffitriehts-ai ^su u ciatod with - ™ 
low standard errors. * t ' ; - 

'it. should' be noted, hdwever, that Averch et al (op^it. ,-p 132)*, ^ 
report evidence that fiOtyeogi pre-school intervention has ar definite 
initial dnpact' on ability, after a few years this 'iatpict fades away arfd the 
, *IQ of the control group is nearly equal to ^he I<£ ofHhe ejcperimejf^al group. 

< '(b) g&rly' fibility arid life chances . 

-If\ my opinion, the best evidence ,on this frorrt (^mes from the soqiolbgical 
literature on path analysis. This links together several of the 'variables 
-in the faraily-earJy ability^education-e^rnines nexus ^ir> a neat te^oral 

^ Cftunal n^quonce. • . 4 % * 



Two such examples are— choeetf, one fran the United States and the other 

j^fonL Sweden ^figure 3 and M • • The numbers on* the arrows are "path 

* * . 

coefficients" and their size denotes the relative strength of one variable 

\* * - 

* lU 

in affecting the next. The einpirical estimates in the two countries are 
Btrikihgly similar. IhUB there exist veiy strong paths between early and 
late ability y reflecting the positive correlation- reported above. But the 

simple model is noy expanded to' include the effect of e'arly ability of the 

* ' •• * 

ievql of educational attainment of the individual. The evidence points 

to the fact thife,effect is fairly strong. Also, a higfr level of education 

meahs abetter occupation, thus indirectly influencing the level 'of earnings 

later in life. " 

• 9 • * 

1 * V 1 > * • 

, Tfcat the^e exist strong direct. and indirect effects between e%rly 
ability and later life chances is a matter of fact. What "is not known, 
however , is the monetary., size 'of the benefits in order to compare them to 
the cost' kf generating *hi$ ability-^ Kindergarten . (K) is a missing variable 
to be placed somewhere between TF" and "A-early" in figures 3 and U . 



Benefits'* via> the mother? The "best way of documenting the potential benefits 
'associated witji, earlj^^p^iood services' via^tij^mother , is evidence an' the > 
labcaxr force participation* Of mjaxried females by age. The labour force 
participation rate of married* women dips sharply between the mostly f>re- 
children and children -raising ages of 2&-2h and 25-29, respectively . 
Begardless of differences between the level of female lafcour force participat 
rate-in various countries, the common feature *is a decline of participation 
by 15 to 50' per cent te ^^ n the * wo ^ g r o u P s *^ 



With veiy few exceptions, the V^&ll trend has beei} on an increase 

— ~ - — — w 1 J 

in the' female lt£our force participation rate between the -sixties and the 1 

^seyenti^s in Biofit' countries. . * 

• - 
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Anther related dimension is the parallel increase of the educational 
. attaiyent of females. Tfye labour force part fcipf# ion rate of women is- a 
, sharp positive function of education. The link here must be sought in the 
high opportunity cost of the more educated woman 'associated with staying § 
at heme*. Although the vklue of heme production pennot be Overemphasised , 
the f^ct that, a yeman decides to seek paid work in the market means that 
m her money wage is higher than the implicit shadow price^of working at home.. 
**,lhe provision of childhood services clearly enhances female mobility between 
the home ^and the market, thus contributing *to the optimal allocation of 
labour resources in, cartemporary societies. / 

* " -Ta.what extent. has this rapid increase in the labour fqree participation 
rate been due to the par aileT development of early childhood services? Or, 
perhaps, to what extent have early childhood services been developed to cater 
for the in ere Afcingiy, -working mother?* Clearly, both forces must Have been 

at woik and it is very difficult ,to separate them eiqpirically . 

* ** * 

\ ^ _^ 

IV. . SOME RESEARCH PRTORTTTRR , 

■ 

In the above exposition two kinds' of pre-school' institutions were 
distinguished depending on the age of the child ^and .whether some form of 
instruction is provided* crSches .(approximate age grqup 0-3) end kindergartens 
(3-5). Each type of institution has different costs and yields a 
different stream of social benefits. 

On the ba?is of very limited information creches appearMo be very 

"expensive relative to other forms of pre-sc^ool services. By the some. 

- token it is very difficult to arrive at an estim-.te of the s'ociaj. value of 

m 

• thr creche to thr* vArhing mother ^-let- aJon* the siubati tutability between, 

* 'family, and institutional jnfmtr*in etiriy chi]d development. 



- Kindergartens appear to* be" cheap relative to fonnal school classes at 
the elementaxy lew*. „*Hovever, i-t is^ve^. difficult to project their 
beneficial effect ( o*4r tine because K (*klhde rgart en ) is a missing variable 
invsociological*pat;h analysis*, On* piece of evidence t*hat can be 
established \rith /certainty is that the collation between early and late 
ability is on the high side,, although the "ability" in question often refers 

* k 

to the limited IQ measure % 

Pre-a'choo ^services liave .drastically increased over the last decade 
* *f ^ 

and are mainly financed by private means- Yet Western societies differ 

* * 
drastically regarding the tf&pe t>f the base of the educational pyramid. 

Observations .as there raifee issues of the" optima} level of services for 

children and the finance of the associated cost. One particular policy 

issue is that of^lowwihg thp canpulsoiy educatipn starting age; Ihese 

issues can be answered only on the basis of an interdisciplinary social 

, cai6ilus that 'is missing fro© the literature;, ^ 

Demography , Die starting point of 'the provision of services for children - • 

\ 

is demographic. Demography sets the upper bound of the potential population 
t-o be served!* ^i^»i§ an area where intense new research might not be 
needed, *as population statistics and projections are both abundant and of 

good quality. At' a .very aggregate level, the statistics indicate that 

1 K 
following fhe birth decline of the 19o0's and early seventies, the population 

" f ' ' . ' 

group aged 0-1* vill sbov noderate increases to the end of , the century in 

European count*- ires , However , /he composition of the population will ^ 
steadi!^ gron older. • 

On a leutf ag/^egnte basis, there exist considerable differences . 
between individual countries'. Thus France, Iceland, Spain and Jui*ey art 
Vxp-c&u to oxptrien^- a' rif «. in the 0-h population group bttw.ci. 19^0 
1985, vhrrcoc 60ur)tries JLike Norway and the Netherlands vill experience a 
decline during tW $ one period. , > 



Quantity versus quality . Although deaography can supply the numbers 'of 
•infants and children to' be* cattered for, it says nothing about the quality 
of .institutions to be created. , There exist many kinds of creches and 
'< »any kinds of kindergartens .' For exaiaple , there' exist creche^' with or 
without professional nursing atjaff and there exist kindergartens with or 

* • * I • * 

without qualified taachers to tiach -very young children. s . . 

Differential quality a joeansl differential cost, and it is here .that 
eponbmic considerations become iiportjBit. But, since costs represent only 
1 cue side of the coin, reference tb educational psychology must be made in 

order to detepdrie whether the extra cost is associated with a benefit of * 
sufficient size to justity the better quality. \ 

Clearly whal is needed is a Wilti-discrplinary approach to the 

subjtect, an activity that, in opinion, is still in its infancy.^ Wh'at t 

\ ^ 
follows is a abort list of specific ireseafch topics ! feel should be urgently 

tackled in order to increase our understanding in this delicate policy * 

*> , ; " - • •! 

area. 

A research agenda ^ 

(a) , Assessing the tree 'marginal Social cost (^different kinds of services 

for children. This can refer to' creches and kindergartens of 
different quality,. Farther, it* can refer to the provision of 
^ nursery school services by the mother at home, a classic case of/* 

natioaal Accounts statistical neglect. • 

(b) Monetising the benefits of different kinds of sendees fo r children. 
# ' Again, these benefits can refer to the mother, to the child or m 

pocictyas a whole.; One could argue that these* benefits should ndt 

«, * • 

. be monetised on ground!; ?f their merit good character. Hoveve*, I 

would argue that thty should also be monetised on- grpundc of the ^ 



existing (and increasing) scrutiny on jpub lie expenditure, ' A c as 4- for 
J spending on children can be easier xade it the "child., sector" ctrapetes 
equal grounds with c$her economic sectors where the allocation^* of 
funds is made on the basis of economic profitability. 

>v 9 ' ' ' . * 

(c) ' A^essing the substitut ability betyeen different child services inputs . 

'in generating a desired "outcome".- ( The latter could be of *the • 
traditJicoal cognitive type or the socialisation, flexibility /better ^ 
school- raw-input type. For example, ^lthougfc crfeches might liberate 
the mother for working at cost X, the benefits they provide relative 
t'o care at heme mi git be Y, where X > Y. The existing literature cx> 
issues as this is carta £lta<fa. - / 

(d) Blending of the costs and benefits . Even if one had f reliable informa- 
tion on annual costs end benefits-, blending of these two ingredients 

* in order to arrive at an overall cost -benefit ratio would not be easy. 

The reason is we lack one additional piece of information, namely 
i 

the durability of the investment bene'fit, for example, will the 
kindergarten benefit last for one, two, three or perhaps more ye*&s" 

i 

after the age of 6 and, if yes , for how many years? If not, what 
•would be its rate of depreciation? Or, perhaps, what would be the 
rate of its future enhancement due to its combination with further 
o complement aly' inputs (such as formal schooling after the age of 6)? 

(c). Assessing the profit ability/ of LP SLA. If we have sqm information 
on the, economics of raising the .school leaving age, we have only 
speculations regarding the social profitability of lettering the 

0 school entrj eg?. Yet if more countries follow the example of 

France and the Netherlands in advocating compulsory LOSLA reform, the 

educational policy maker should be more informed about thp underlying 
— i * * 

I 

economics, For if WBIA is in, fact socially- profitable, its adoption 



should be speeded up .and the bill should- be paid by the taxpayer. On 
• the other hand, if it proves to be maihly a kind of expensive baby- 
sitting activity i the fintficial burden of it should be shifted to 
the consumer of the service. 

The existing statistics shov that the latter is the rule (ie. the 

9 , . 

main source of finance of pre-school education is private) without 
knowing the social profitability of this activity in the first place. , 

(f^ Examining the gap of development between Day Care Services and . # . 

Kindergarten t As has been mentioned above the extension of Kindergartens 
in some countries has been more impressive than the extension of 
services for children under 3 years old. This pattern of ^development 
might reflect certain structures of^accial demand, but the question . 
should also b.e asked and explored Vtether this pattern is justified 
in econanic ,cpst -benefit terns, " 9 

(g) An assessment of existing and proposed methbds (vith costs and *ef feet ive- 

ness) of training people to "care" for young children. This topic 
* . would cover, for-ex ample , an investigation of tjjie level of qualifications, 
which^are really rtfjC^d for early education staff, the possibility 4 
' of very short training periods such as playgroup leader courses or 



courses for childtadndArs , and -an estimate of the "return" which migrt 

\ J 

be gained by offering corses to parents 'on early child development 
tactics . 



, Let us hope that the International Year &f *the**Child would have been 
* \ ' 

the landmark when the economics ofVarly childhood services is taken 

i ■ r " ' * . 4 \ • ^ — ; 

seriously. , It is. only this woy port informed political decisions could 

• * \ 

be made in the rphere^of pre-pchool education, * m 
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1. . > b. Becker, "A theoxy of the allocation of time", Economic Journal* 
^ - . September 1965. 

•* / • ' • 

V" 2.. Fok> a oollecrtion of esseys in this spirit, see T.W. Schultz, ed. , , 
[\ ,' l - Eoi^nowrfea 0/ tfte Family, IJational Bureau of Economic, Research , lQT^s. 

. 3. See m: Blaug, Econofrtics of Education: A Selected Annotated 
1 %x ' bibliography , Third Edition, Pergamon Press, 1978. 

v * ' ' * * 

1*. 4 . $ee G. Psacharopoulos , "Economic Indications of Raising the School 

• " Leaving Age", Comparative Economic Review, February 1978. 



5i The other ingredient is , of course, the relative benefits qf the two . 
nodes of daycare. ' 



/ 

/ 




6. 

"The nftrental role in education: Chairman's introduction" aj 

op Zd ofj, 

• Tomorrow, Pergamon Press , 1979, + ^ 

7. The figure can easily be modified to deal -tfittpp art -time l&bour fotfce 
participation. ' For an attempt to apply a simleprtframfework to 
Swedish data', see 5. Gustafsson, "Cost benefit analysis of earl^ 
childhood care and education", CECD, CERI , Way 19j8 (mimeo), 

' . ■ ■ ( ' . 1 j 

8. ' Based on OECD, Educational Ecpenditure in France, Japan and the 
United Kingdom \ 1977, p. 50. <^ 

9. • E.g. see^.E. Snow, *Mental abilities", in-The Encyclopedia of J • 
Eduoition, 1971, A.R. Jensen, "Hg/much can we Boos^ IQ, and Scholastic 
Achievement"? Harvard Educational Review , 1969 , D. ^:lind and f 

• A. Sameroff., "Developmental Psychology", Annual Review of Psychology* 
. 1970, J. Kagan, "Qn claims differences and early development", in' 

V.H. 'Denenberg, ed. , .Education of the Infant and Young Child, , 
Academic Press, 1970, and -for a general review, H.A. Averch et.al. 
. . Hoy Effective is Schooling*, JJducatiim Jfephnology Publicatior^ , 197 L , 
a/d K. Smilansky, Priorities in Educati^i: Pre -School 'Evidence and 
Conclusions", World Bank, Staff Paper No* 323, 1979- 

> #• . . 

10. C. Jencks. et.al. , Inequality , Basic Books, 1972, p.. 322. 

11. I. Fa^erlind, Fvrrran Education and Adult Earnings', AUqv^st 
Wiksell, 197?,- f: 5B. # * . . - 

12. B.S. Bloom, Stability and Change in Hwnan[ Characteristics , John* 

* Jfiley', 196^ . f\afrr of my coll^nfnir^ infers me thnt ,B2ooir f q figures 

have fair more controversy surrounding than than concen^m:. 

' 1 * 



' / 



' 13. M. sAovsky, "A note on pre-school-ase inyB«tae&.4n'humm^ capita 
P . in developing countries**, Economic Development -end Cultural > Change , 
1 July 1976. . . . % . * . ! . 7. • 

< * 

' lU. ' The graphs are incomplete in the sense ef presenting only the arrows 
relevtot to the present discussion. The Itct'al effect of one 
variable onto the next csn 'be voifced but only *>y reference to the x 
1 * original publication. . .. » 

' ' ' » 

Js5 See 0Ec£, Equal Opp/J&wuties ^>r Women, , p, 1?9. 



ERIC 



21. 



T 



TABU! 1. The pre-primary education- enrolujent ratio in ^selected 
countries 1970 and 1976 . — 

^ ^ (percentage) 



Country 



Enrolment ratio w 
, (Ages 3 to 5) 



1970 



1976 



France 
Germany 
Italy . 
Japan 

Netherlands 
New Zealand 
Norway- 
Portugal 
Spain 

United Kingdom' 
USA 



87 .0 

fco.o 

62.6 
23.1* 
60.1 
23.5 

2., 8 
U2.1 
11.0 
39.8 



100.0 
78.5 
70.1 
39.3 
68.0 
31.7 

* 13.3 
7.6 
k5 .1 
lfc.1 
51.9 



r 



Source: Based on GECD Country Hies. / 



TABLE 2. The total level of expenditure on children services 
in selected *o\jp£ries y % 



Country 


Year 

* 


Expenditure 
item 


Expenditure as 
* per cent of 
educational. * 
budget 


Hew Zealand 


1975 ' 1 


Pre -school 


1.7 


Japan 


197*4 . ' 


P>e -school 




Germany - 


1976 


Nurse ly 

* <. tr 


3.3 


Fran ce 


197fc 


• 

Pre '-school 




Switzerland 4 4 


1977 


Prer-s chool 


< 

1.6 


Norway , 


1976 


Kindorfierten 


3.0 . . 



° * Source; Based on 0ECD Country Files find'Uneccc, Statistical Yearbook 
ERIC ■ various years. 
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TAtfI£, 3. /The average annual cost per place^ in pre -school 
institutions 

Cin *US) 




Sourr : Be*sed cm OECD Country files. 

Sates: a Parents p^ents , 

". b State and municipal funding. 
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Coct^enrfit analyaia of the provision of da/care. 
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F1GUHE 3# The determinants Of life chances in t)ie USA 
(Source; Je^ksi^op* cit t jp»3^6) y 
• Average of high and lo,v paths 
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FIGURE k. The determinants of 'life chances in Sweden* 
(Source: K&G* r l in £» ep.cit. $ p#, 65) 
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